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FOREWORD 


This publication was prepared under contract 
by the UNITED STATES JOINT PUBLICATIONS RE- 
SEARCH SERVICE, a federal government organi- 
gation established to service the translation 
and research needs of the various government 


departments, 
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FPROGLEMS INVOLVED IN THE ESTABLISHMENT OF SWASTA DEVELOPMENT RANK 


{Following is the translation ef an artiele entitled 
'Persoalan Selitar Pendirier Bank Parbargunan Owe Sb2 af 
(English version above) in Industri Mads: ; 

{trdustey Monthly Magazine “VoL. 5, Ne 55, “May-dune, 
1960, Djakarta, p. Gulk2] 


Ooinious of the MTZ [Confederation of Indonesian Indrstries| 
nr Sil apa at an informal meets with the governmert et the cabinet 
i the Frime Minister, 19th Mey, 1969. 


In the name of the MIT, we wish espenially to express our 
appretiation end deep thanks for the opportunity and henor piven us 
in being allowed to deliver ovr opinions concerning the leonred-for 
establishment of a hational Owasta Development Pank (BESe). Tt 4c’ 
of course 56 much more-approvriate that we express our apr preclation 
wheht at this juncture. This is in recognition of the fact that the 

goverment, an its endeavor te mobilize end unify in the development 
of the oes in general the “funds and forces" in existence in the 
hands of ebional avasta enterprisers, has Seca denonstrated 
Lis eiciae mess of purpose by making available this opportunity which 
we ave now taking for establishing en exchange of thenghts. In eon. 
nection with tha effort to seek a wer cat. of the firancial and 
eae we COR 4 morenide, 


plexities which heave le ote) ‘VY developed. var 
ave been despatched by the MIT to -- among ott BES wee the 


BRS PNM 
i pacers Bekas Kepala Shat, Penguszha Nasioagl ports cad Former 
Chief of Staff -~ Neticnal ‘litery Eaterpriseval, Hie Honor the 
Minister of Devaiopment, and today also to Nis Honor the Prime 
Minister, all of which ores iaying forta the evidence and present 
ing the problems, have aise laid down the basie steps which must be 
2 followed towards the settlenent of the oc: wikestions which are faced. 
Wor clarity's sake, after we have set forth eur opinions concerning 
the foundation of this BPWs, we beg to present # plan of duitial 
Fi ection, which is what we ae oned a motlent aco, 
As we infer from the 1960 Budget, 4% is expected by the 
governaent that there will be a capital investment of 20 thousand 
‘ miliion rapiah, consisting of 15 thousand million on the part of the 


2 ile 


V wation, arc. five thonsesad willion on the pact of the Gwastas. OF 
eourss, there erise Prom our aiecle some cuestions, emong ethers 
how these expenditurce will be funded; there are jndead those whe 
pose questions ebout what mey he the reel netwre of plens smounting 
to so mich, where these stxevetures will be lecated, and now these 
davelooaents will Le organized advinistratively. Sueh gquas , 
are of course tiaely, for the DEPERNAS [presumably Dewan Par 
janaan Nesienal «- Netional Planning Pareau} is net yet ready for ite 
duties, whereas each and everything concerning the entire deve Loraent 
plan bas already been "referrad® to the DEPERWAS. . 

in an atmosphere cach as mencioned above, rissecrossed by 
various question~marks, there bas suddenly been heard the desires of 
the govermaent to establish a General Reveloonent Bank [Bank Pere 
banganan Semesta << PrSe] whieh will fanetion partiomlorly to finance 
development projects which are the property and the duties of the 
nation. The capital is to be obtained from the divect tleld of the 
fecetification of 1989, aud 52% of it also from tae profits of firus. - 
whieh ave national sorsorations. This, then, war followed with the 
existence of governmental plane to extend defined facilities far the 

establishment of a BPSw, to have the particular Junction of fackiita- , 
ting fintnelal endeavors for develomment plens witkin the purview of 
swints organizations. The eapitzl is uot to be tha govermmont’s, wrt 
must be gotten together from the interests of the gwastas concerned 
and affected. The hesring of this report certainly gave A new 
bresth and working spirit tc the Swasta bodies, whish wortal that time 
had bsen contimally apprehensive regarding tLe developments which ~ 
lay before them, Nonstheless, with ths existensa of the desire to 
establish at BPGw, there sprang up immediately various new prcbiems, 
particularly in the field of Swasta bankers theaselves, (This matter 
bad of covrse alveody heen studied, as it should preperiy have heen, 
by the PERBANA [Perhimpunan Bank -- Danis Hasional Indonesta ~~ Ass'n. 
ef Tadenesian Netional Banks}. In the circles of motional Suagia 
entemrisas, there also sprang uo questions. Cus haze is that perheps 
these questions ean he reeolved by the goverment’ on this cecasion. 

As industrislists, we tecopnise that among us thers is of 
course felt the lack of capital. This Jack is felt alt the morn 

when we require foreign exchange te Tinance oparational requirenents, 
extensions of capacity, veplacemert of nechinory, and oven mure yes 
the obtetning of new investment capital. Sut above all that, we 
feel an inseewrity concerning our future. Wheres will | tes 
of. nationel Swasta capital; what will be the status of enherprise, 
of euch matters as the purchase of rew materials and auxiliary 
raterisis, the grovth ef facterier, the wealth of empanies and 
tndivicusis, the distribution of production ylelds, the price and 
quality ef production ylelds, ete.? Imcerieinties such as these 
prosented above, among othors, contines te complicate the favail~ 
ability of capltel", because generally the holdsrs ef Dunde are 
more on gvard than these xno have already invested capital in any 

' factory. Will there trely be appropriate and effective ‘judicial ee 
guarantees for capital, forces, and extonony of national Swasta 
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enverpriszes wher, they are engaring in developmental enterorises | 
which are parallel with the growth in popular demands, beth these 


We pave wen 


"Sank 


Planned by the covernuent and these which arise because of ssenrbaneous 
efforts on the part of the members of our society thengellvee? 
Wa hold that whenever we take 2 stubborn abtainde in refusing 
te vepest the errors of strategy and/or technical accomplishment 
whieh have given rise to damages to soetety in ganess 
tangible" and intanrinle" forms, then this stubborness may be 
taken as a spuipel which guarantees the safety of operatican and enter~ 
prise in future times for sach end every one of ovr citizens, pare [. 
ticularly for those whe posuess waet is termed "fends ; 
4yid wilh the existence of a ¢limate whick de thus safe and gucrantecd, 
then uhatevor erononic developmental plans will be sped forth, both a 
by national fiems and by Swasta firms, will carteinly be able to 
grov witha fertile result, whieh will he nothing other than inereasea 
production end Inereaced national income for us all. This, after all, 
is what really has become the basic goal of our entire developmert 
.in the prosegs of improvement of thet standard of living, 
we mist in consecues facliivate efferts which point in the direction 
of the widest possible soclal justice. In thet etmssphers, we trust 
that. the BPJe will be able to proceed smoothly, not only joining ia 

tb the flowering of our econcay and society alone, but able to 
beeoge pathfinders for all orogress in the fields wenticoned. 

Returning fo the problem of establishuent of 2 BPSw mentioned, 

we wast al the very first recognize that that which has really heeene 


* 


the motif of our aspireiionn now is the need for establishment of 
& BPSw besides and in vartnership with the BPSe, Why is this -- ig 


unable to function in the same way as the benks referred te? Of 
course it may be recognized that at this moment, the Swasta banke 

and indeed the majority of govertinental banks themselves are willing 
to operate only ta the fumetion of commercial banks, with a turnover 
of mouey waieh dees nob require 4 long term. But this practice which 
waned, that of banks Joining in our economic budding, of 
course refers to ventures whieh benke operating es conventional 
techoaical banks could also be responsihle for, If we exumine then 
closaly, the credits waich have been extended by banks up to this 
moment have for the greatest part been usad for such purperes as: 


LoL congemer oredit 
.2 trade, impert/esport/distribution 
) transportation and production 


All of these are shortetern measures, 
Their measures which have been long-range are eredits for 


intangible purpoesss, and the najority of these have been directed 
towarcas cronies of the same group or party, It is chvious that 
material credits te be vested in productive fields and of fairly long- 
term nature have been relatively very small, both qualitatively and 
quantitatively. Such are the conditions which have obtained until 
the present time. = 
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s Of the @ progact time, and what 
sy he the ate ‘nthe future, From our erperiense as the 
cae rship of | organiaation, we are inclined to make it ot 
record that tf jest of indusiry in Indonesia is somewhat 
gloouy at tha Our urtovt was, on the average, at the 


Seginning of this year in the neighhorhooc of 30% of cquipned LED 


acity, This eaused by, among other fectors, such exter- 
b af F 


2,L The blow sirack against capital by the Peationaliza- 
tion” of August of less year en was then followed by 1 

sredit® paliey of the banke ana the devaivation of the rapieh, which 
gave rise to an inerease in purchase price of guods aacuntlog to 
aroune BY (landed erat). 


4 in ealmness of operation in industry, 


because of the lar 30 3 er of changes in the ae ets and 
¥, and wmatually ¢ 


their capricious, vacil 

For exang Le , with respract to the method of ¢ g 
exchange certificates, upon the aivigsion of uJ Wiistry of Tudvstry 
inte two ministries, thers resulted a total lask of so-vordination 
between central offlees and between the central and regional offic 
Likewise for storage, distribvtion, morelary arrangements, fae 
aLs o ; 
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oe as deficit in the ablocation of foreign exchange for 
basis and : Lisry water! tals, tepethar with foot-dragging on the — 
nart of ters mental advinistrations sharged with estehiishing 


Hae ta g s 


tribution structure for products 


‘I 


gids ef transport anc communication. 


overnmental strategy which is too mech compressed 
tnto the fields of monetary and ceeuraty matt era and bilateral 

fae eraiet ye with fereien countries, so that. the protiems of produstio; 
have slipond owt of focus for the government. 


Metters of this sort give rise ta effects within 
such, for oe as | sses becoalag ins arenes 
results further what aimost scams 3 een oral withdraws 
industrial field. With respect to the world outside 
F oemurrence alsg brings sueh 45, among oad ve, 3 geen 
depression, dec income, and @ general anrest in the field 
oY trade. Als this forces the governaen te nae wp eG Lts expencé- 
itures through a course of cresting new money, so that eventually 


niuetery, this 


ois 
at may ba econeluded thet euch ecnditions represeat. ennds tions “| 
which are nob fertile for efforts at « es of new capital in 
produative Picids of exndaivor, both. hy the gov wo and even 
more py Semstas. 
Oa the other sand, i$ is ripe fer the asbliiszation af 
ganital for uon-productive geals, to such an axtent that something 
desuractive occurs in the eseape of capital fren thea cornbcy, 
bribexwy, correption, weste, ete. 
Tais sonditien ig one whieh muct be tems fnated with fismess 
~ snd earmesiness along with hard work, so that develsyreutal efforts i 
ay he exrected to prog grass uonbine aly slong with the apparatusses 
P for their effeciwwation. With sven new conditions, it will certainly 
ve trie toet the need for tae ertaklishaent of banks, which has 
besona the orinwipal iten of ‘Soa agenda, wlll be felt the nove. 
. In this ecansetion, we wish to repeat thet which we stated 
rreviovely to the goverment comesrning efforts at first sheving 
seite obstacles such as wa have experienced during these lact years, 
and the encouragemont of a cliuate haaliny for endeavor and work, 
‘«brovgh sueh wetheds as: 


we 


2. Guaranteeing freedom of work ani endeawa, and that 
Avery soverament tal verulation in the field of eecsnemy o1 morehary 
matters and devrslor ment be dlracted towards the auguertatior of 
production and the elavation of psec acts witye . 


3.6 Spreading ara tnerearing the issmence of fersign exchange? 
for thease who require it for the porpese of production, th yough & 
ecamse of insveasing the budgeting of exchange fox Laudautry owt of 2 
comparatively quits largs reserve of exchange eer ay ina tic nends 

of the government (at prosent, as of 11 May "1966, the reserve Kas 
oe wid Lien) de 


3.3 Speecings the distribetion of raw msterlals which Ae aady 
ars in the warehouses of immorters, pertiewleriy chose whish are the 
property of nattonnl sorsoratione and govervarental Llurtitates. 


3.4% Speeddine the transportation of doacstic raw materials for 
prodnou on, the majerity of which taxe the form of snpp lem: ad YQ 
mo terials. 

3.5 Esteblishyent ef a “chean eredit policy™ for the 
purpess of productive and constrast ive ventures, particularly 
these whose turnover tine excoumasees & notstoo- long { period, 


- «3,6 Betablishnent of “feotory lavs*® and "laws for the protez- 
G tion af apne 1 ae with the moLto “Buy Indonesian Bee daota® 
: (in America 4% ts the "Buy Aueriean Act}. 


\ 3.7 Por everyone to return ta Mis. job and work Antecaiely 
_ within the fremevork of ais ae, and to raques the extent ef his 7 


ao5' 


- gk ve 
a yixing his hand in things aside fram his gaty, and things whish are - | 
clesriv inefficient or even damaging « 
4,6 So avold monopolistic and moncasenistic or ‘axtices in 
he finance sal-eaononle field and the fieid of dev opment, no natler 
west their form or rationslication. 


i With the condition of improvement which may be expected as 
, mentioned above, in our opinion the BPiw proposed will be able to 
| andere. When the seed is cf good stock ard is planted in a fertile 
an eeu ‘the fenit will not be ciseppointing. In this % Lor 

ding to our view, the BPGw should have its establisument 
late ed aeieeing Lo the following conditions, anong etuerst 


cone 
t 


iL Thue BPSw will hasically not abolish Svs ste, banks in 
‘existence, particularly barks whieh are alrendy operating in the 
Pela of endeavor of the provesed BPSw. Townrds this ee BPSw 
WiLL make vse of Sees “ot Swaste banks as partners and : part 
‘nore WLLL constitute onits whieh will directiy serve andes ioe tes and. 
other ooseatives. 


ada Tate BPSe mest be given a "tar holiday" fov the first. 
five years, te inchice estublishzent taxes, ete. 

ho Tn oxder to stiruiete develonine tek wearhures in 
desireble new indusiwies, then there mast he extended to them also 
such fisesxi Liberties as "tax holideys" for threc to fve years, 


an aecomiance with the form and nature of the entererhges. 


&4 The BPSw will as 4 basis extend only long-term eredits, 
» in the perscd of 4t%6 Sakae diay it sho oo alec be allowed to 
ad short and middle term eredits. It is these which have been 


ed very mach in the past and are still ‘nesded by exis 
Ancustries, ter saat tt needs ee Per ah dees and eae sary mater ial 
* 


and. ponewal “oP ‘f. oe machinery. Phe extendin fet of wh ladlecters 
aie and short-term credit. is also designed to assure the Liouwldity 
f the BPSw itecl@. 


4,5 ‘fhe BPSw will of course only be able to live a use eful 
13fe 4f the economic, monetary, and developmental climate is iteelf 


jepealany For that ras¢on, the. establishment of the EPSw ae ot be 

epein in a "fellow land” milien, and the fertility of this fallow 
> land de eneeae woon good will on the part of the government, dn guar- 
‘t anteeing Ereedon of motion for"fuads: and forees"® in exi stencs on. 


the part of the Swastas. 


4.6 When ever general conditions have become healtay, the 
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 guestion of capital daation of the BPSw itself WiLL. no longer be i 
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